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Appellee, an employee of United States Steel Corporation (USS) at a
plant in Ohio, was furloughed when the plant was shut down because
of a reduction in fuel supply resulting from a nationwide strike of
workers at USS’s coal mines. Appellee applied to appellant Ohio Bureau
of Bmployment Services for unemployment benefits but his claim was
disallowed under an Ohio statute that disqualified a worker from such
benefits if his unemployment was “due to a labor dispute other than
a lockout at any factory . . . owned or operated by the employer by
which he is or was last employed.” While appellee’s request for recon-
sideration was pending before the Board of Review, he filed a class
action in Federal District Court against appellants, the Bureau and its
director, for declaratory and injunctive relief, asserting that the Ohio
statute conflicted with certain provisions of the Social Security Act
(SSA) and that, as applied, it was irrational and had no valid public
purpose, in violation of the Due Process and Equal Protection Clauses
of the Fourteenth Amendment. Concluding that abstention was not
proper, the District Court held that the statute, as applied to appellee
and the. class members, violated those Clauses. Held:

1. Abstention is not required under either Younger v. Harris, 401
U. 8. 37, or Railroad Comm’n v. Pullman Co., 312 U. S. 496. Pp.
477481,

(2) Where Ohio has concluded to submit the constitutional issue
to this Court for immediate resolution, Younger principles of equity
and comity do not require this Court to refuse Ohio the immediate
adjudication it seeks. Pp. 477-480.

(b) Nor is Pullman abstention appropriate, where the possible
benefits of abstention have become too speculative to justify or require
avoidance of the constitutional question. Pp. 480-481.

2. The Ohio statute is neither in conflict with, nor is it pre-empted
by 42 U. S. C. § 503 (a) (the provision of the SSA that precludes the
Secretary of Labor from certifying payment of federal funds to state
unemployment compensation programs unless state law provides for
such methods of administration as the Secretary finds are “reasonably
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caleulated to insure full payment of unemployment compensation when
due”), or the Federal Unemployment Tax Act (FUTA). Pp. 482-489.

3. The Ohio statute, which has a rational relation to a legitimate
state interest, is constitutional. Pp. 489-493.

(a) The statute does not involve any discernible fundamental inter-
est or affect with particularity any protected class, and the test of
constitutionality, therefore, is whether the statute has a rational relation
to a legitimate state intevest. P. 489.

(b) In considering the constitutionality of the statute, this Court
must view its consequences, not only for the recipient of the benefits,
but also for the contributors to the compensation fund, and, although
the system may provide only “rough justice” and a rough form of state
“neutrality” in labor disputes, the statute cannot be said to be irrational,
and the need for limitation of the liability of the compensation fund is
a legitimate state interest. Pp. 489—493.

408 F. Supp. 1016, reversed.

Bracrmun, J., delivered the opinion of the Court, in which all Members
joined except REENQUIST, J., who took no part in the consideration or
decision of the case.

Richard A. Szilagyi, Assistant Attorney General of Ohio,
argued the cause for appellants. With him on the briefs was
William J. Brown, Attorney General,

T. Patrick Lordeon argued the cause for appellee. With
him on the brief were Robert M. Clyde, Jr., and Fred A.
Culver.®

Mg. JusTicE BrackMuN delivered the opinion of the Court.

This case presents a challenge to Ohio Rev. Code Ann.
§4141.29 (D)(1)(a) (1973). That statute, at the times rele-

*Briefs of amici curiae urging reversal were filed by Gerard C. Smetana,
Jerry Kronenberg, Julian D. Schreiber, Lawrence B. Kraus, and Richard
O’Brecht for the Chamber of Commerce of the United States; and by
Frank C. Manak for the United States Steel Corp.

J. Albert Woll and Laurence Gold filed a brief for the American Federa-
tion of Labor and Congress of Industrial Organizations as amicus curiae
urging affirmance.

Walter J. Mackey filed a brief for the Republic Steel Corp. as amicus
curiae.



OHIO BUREAU OF EMPLOYMENT SERVICES v. HODORY 473
471 Opinion of the Court

vant to this suit, imposed a disqualification for unemployment
benefits when the claimant’s unemployment was “due to a
labor dispute other than a lockout at any factory . . . owned
or operated by the employer by which he is or was last em-
ployed.” The challenge is based on the Supremacy Clause
and on the Due Process and Equal Protection Clauses of the
Fourteenth Amendment. The case also raises questions
concerning abstention.
I

In November 1974 plaintiff-appellee, Leonard Paul Hodory,
was employed as a millwright apprentice with United States
Steel Corporation (USS) at its works in Youngstown, Ohio.
The United Mine Workers at that time were out on strike at
coal mines owned by USS and by Republic Steel Corporation
throughout the country. These company-owned mines sup-
plied the fuel used in the operation of manufacturing facilities
of USS and Republic. As a result of the strike, the fuel
supply at the Youngstown plant was reduced. The plant
eventually was shut down, and appellee was furloughéd on
November 12, 1974.

Hodory applied to appellant Ohio Bureau of Employment
Services for unemployment benefits. On January 3, 1975,
he was notified by the Bureau that his claim was disallowed
under Ohio Rev. Code Ann. §4141.29 (D)(1)(a) (1973).
That statute then provided that a worker may not receive
unemployment benefits if

“Thlis unemployment was due to a labor dispute other
than a lockout at any factory, establishment, or other
premises located in this or any other state and owned
or operated by the employer by which he is or was
last employed; and for so long as his unemployment
is due to such labor dispute.”?

1Tn December 1975, § 414129 (D) (1) (2) (1973), was amended to read:
“(D) Notwithstanding division (A) of this section, no individual may
serve a waiting period or be paid benefits under the following conditions:
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The written notification to appellee recited: “A labor dispute
started at coal mines owned and operated by U. S. Steel Cor-
poration and claimant is unemployed because of this labor
dispute.” App. i. Other notifications to Hodory for subse-
quent unemployment weeks contained similar recitals. Id.,
at ii and iii. Appellee promptly filed a request for reconsid-
eration. In accord with the provisions of Ohio Rev. Code
Ann. § 4141.28 (G) (1973), his request, along with a number
of others, was referred on March 7 to the Board of Review.?

“(1) For any week with respect to which the administrator finds that:

“(a) His unemployment was due to a labor dispute other than a lockout
at any factory, establishment, or other premises located in this or any
other state and owned or operated by the employer by which he is or
was last employed; and for so long as his unemployment is due to such
labor dispute. No individual shall be disqualified under this provision
if: (i) his employment was with such employer at any factory, establish-
ment, or premises located in this state, owned or operated by such
employer, other than the factory, establishment, or premises at which the
labor dispute exists, if it is shown that he is not financing, participating in,
or directly interested in such labor dispute, or, (ii) his employment was
with an employer not involved in the labor dispute but whose place of
business was located within the same premises as the employer engaged
in the dispute, unless his employer is a wholly owned subsidiary of the
employer engaged in the dispute, or unless he actively participates in or
voluntarily stops work because of such dispute. If it is established that
the claimant was laid off for an indefinite period and not recalled to work
prior to the dispute, or was separated by the employer prior to the dispute
for reasons other than the labor dispute, or that he obtained a bona fide
job with another employer while the dispute was still in progress, such
labor dispute shall not render the employee ineligible for benefits.” Act
(amended substitute Senate bill 173) effective Dec. 2, 1975.
The amendment added subdivision (). Thus it is possible that if appellee’s
furlough had been effected after December 2, 1975, he would qualify for
benefits. We are advised, however, that the amendment is not retroactive.
Tr. of Oral Arg. 16.

2 Appellants state that these referrals are still before the Board of
Review but are stayed pending decision in this case. Brief for Appellants 4.
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Meanwhile, on January 27, Hodory filed a complamnt i
the United States District Court for the Northern Dastrict of
Ohio agamst the Bureau and its director, Albert G. Giles.
The complamt was based on 42 U S. C. § 1983 and sought
declaratory and injunctive relief on behalf of appellee and
“all others sumilarly situated” who had been or in the future
would be denied benefits under § 4141.29 (D)(1)(a) Record,
Doe. 3, pp. 1 and 3. Hodory asserted, among other things,
that the Ohio statute was m.conflict with §§ 303 (2) (1) and
(8) of the Social Security Act of 1935, as amended, 42 U S. C.
§8 503 (a)(1) and (3), and that the statute as applied was
irrational and had no valid public purpose, in violation of the
Due Process and Equal Protection Clauses of the Fourteenth
Amendment.® The gravamen of Hodory’s complaint was the
assertion that the State may not deny benefits to those who,
like him, are unemployed under circumstances where the
unemployment 1s “not the fault of the employee.” A three-
judge court was requested.

Appellants 1n thewr answer asserted, among other things,
that Hodory had failed to exhaust his state admmistrative
remedies.

A three-judge court was convened. The case was tried on
the pleadings and interrogatories. In 1ts opmion filed
March 5, 1976, 408 F Supp. 1016, that court concluded
that abstention was not required and would not be proper;
that the action was properly maimtamed as a class action, *

3 At no pomt m this litigation has appellee claimed that §4141.29 (D)
(1)(a) conflicts with or 15 pre-empted by any provision of the National
Labor Relations Act, 29 U. S. C. § 151 et seq. We do not today consider
or decide the relationship between that Act and a statute such as
§4141.29 (D) (1) (a).

4The District Court determmed, however, that the class as defined by
appellee 1 s complaint was overbroad. The court m its turn defined
the class as “Hodory and approximately 1250 members of the United
Steelworkers i Ohio, who became unemployed through no fault of their



476 OCTOBER TERM, 1976
Opmion of the Court 431U.8.

and that the appellants had failed to demonstrate a rational
and legitimate interest in disermminating agamst “individuals
who were unemployed through no fault of therr own and
neither participated i nor benefited from the labor dispute
mvolving another union and therr employer.” Id., at 1022.
The court then held that § 4141.29 (D)(1)(a), as applied to
Hodory and the class members, violated the Equal Protection
and Due Process Clauses.

The Bureau and 1its director took a direct appeal here pur-
suant to 28 U S. C. § 1253, 1In their jurisdictional statement
appellants argued only that (1) the “labor dispute” dis-
qualification provision 1s not unconstitutional as applied to
appellee and the class; (2) the disqualification provision 1s
not 1 conflict with the Social Security Act, (3) a state system
of unemployment compensation may predicate disqualifica-
tion upon any reasonable basis, and (4) USS and Republic,
as employers of the class members, were denied substantive
and procedural due process by the failure of the Distriet Court
to order them joined as parties defendant.® Appellants made
no claym theremn based on abstention. We noted probable
jurisdiction. 429 U S. 814 (1976)

A claim that the District Court should have abstained from
deciding the case has been raised, however, m the brief amacus
curwe filed by the AFL-CIO A like clamm 1s at least sug-

own, [and] were demied unemployment benefits by defendants for a
specific period of time because of the labor dispute disqualification clause
m § 414129 (D) (1) (a), despite the fact that they may have been qualified
m all other respects to receive the benefits.” 408 F Supp. at 1020.
Members of this class mecluded Hodory’s fellow workers at USS and
also employees of Republic Steel who were furloughed as a result of the
strike at Republic’s coal mines.

5In view of our disposition of the case, we have no reason to reach this
constitutional claim. USS and Republic each sought to mtervene for
purposes of takmng an appeal here, and as parties m this Court. These
motions were dented. See 429 U. S. 814 (1976).
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gested by Republic Steel. Brief as Amicus Curwe 16-17
We feel those claims merit consideration.

We follow the proper course for federal courts by con-
sidering first whether abstention 1s required, then whether
there 1s a statutory ground of resolution, and finally, only
if the challenge persists, whether the statute violates the
Constitution.

IT

Abstention

There are, of course, two primary types of federal absten-
tion. The first, usually referred to as Pullman abstention,
mvolves an mquiry focused on the possibility that the state
courts may mterpret a challenged state statute so as to elimi-
nate, or at least to alter materally, the constitutional question
presented. Railroad Comm’n v Pullman Co., 312 U S. 496
(1941) See Bellotir v Bawd, 428 U 8. 132 (1976) The
second type 1s Younger abstention, in which the court is pri-
marily concerned, in an equitable setting, with considerations
of comity and federalism, both as they relate to the State’s
mterest 1 pursumng an ongomg state proceeding, and as they
mvolve the ability of the state courts to consider federal con-
stitutional claims m that context. Younger v Harrs, 401
U 8.37 (1971) See Huffman v Pursue, Ltd., 420 U S. 592
(1975), Juadice v Vail, 430 U 8. 327 (1977), Trawmor v Her-
nandez, ante, at 448 (concurring opiion).

A. In the present case, appellants, who m effect are the
State of Ohio, argued before the District Court that appellee
was free to pursue his pending admimustrative appeal and have
his constitutional claim adjudicated in the Court of Common
Pleas, and that principles of comity therefore required ab-
stention.® Although appellants in thewr written submussion

6 Brief in Opposition to Jursdiction (of the District Court), Record,
Doc. 8. The defendants-appellants explicitly stated that an appeal would
lie to the Court of Common Pleas. Id., at 2. It appears that the Board
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to that court cited Pullman, the argument was clearly to the
effect that Younger abstention should apply ?

The District Court held that abstention was unwarranted.
It first asserted that m Gibson v Berryhill, 411 U 8. 564
(1973), this Court “stated specifically that admimstrative
remedies need not be exhausted where the federal court plain-
tiff states a good cause of action under 42 U S. C. § 1983.”
408 F Supp., at 1019.2 The court then stated that § 4141.29
(D)(1)(a), “on 1ts face, would appear to except the plamtiff
from unemployment benefits for the period he was laid off due
to coal miners’ strike,” and that “the Employment Bureau has
denied benefits to plamtiff solely on the basis of the chal-
lenged labor dispute disqualification.” 408 F Supp., at 1019.
The court held that exhaustion of admimstrative remedies
would be futile because the administrative appeal process
would not permut a challenge to the constitutionality of the
statute, and the Ohio courts had held the statute to be consti-
tutional. Id., at 1019, and n. 1. Although the court observed
that Huffman v Pursue, Ltd., supra, broadened the Younger
doctrine “to include a prohibition against federal court mnter-
ference with certamn ongomg cwil proceedings mm the state

might give appellee’s class claim special treatment so as to render the
Board’s decision eligible for direct review by the Supreme Court of Ohio.
Ohio Rev Code Ann. § 4141.28 (N) (1973) (clamms imvolving more than
500 persons) Neither appellee nor appellants suggest, however, that the
Board 1s considering such action.

7"This 1s confirmed by the fact that Younger abstention was the sole
abstention principle argued orally before the District Court. Record,
Doec. 35, pp. 5-12, 27-29, and 47-49.

8Tn Gibson v. Berryhill this Court actually held, however, that the
Younger rule “or the principles of equity, comity, and federalism” for
which it stands, 411 U. 8., at 575, did not require the dismissal of that
§ 1983 suit m view of a proceeding then pending before a state Board of
Optometry, smece it was alleged, and the District Court there bhad con-
cluded, that the Board’s bias rendered it incompetent to adjudicate the
wssues. 411 U. S, at 575-577
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courts,” 408 F Supp., at 1019-1020, the court held that Hujf-
man “was limited to the enjomning of ongomng state-initiated
judicual proceedings,” 408 F Supp., at 1020 (emphasis m
origimnal), and did not apply to a challenge to admnistrative
actions. Finally, the court held that abstention, along the
Pullman line, “would not be proper in this case” because the
challenged statute 1s not an ambiguous one “involving unset-
tled questions of state law which could be rendered constitu-
tionally imoffensive by a limiting construction in the state
courts.” 408 F Supp., at 1020. The court concluded that
1t would be improper to require the appellee “to undertake
three admimistrative appeals” ® before he could challenge the
statute m state court “where, moreover, the issue as to the
constitutionality of the labor dispute disqualification has
apparently been settled.” Ibud.

In this Court, as has been noted, appellants have not argued
that Younger requires a remand with directions to the Dis-
trict Court to abstain, and at oral argument they resisted the
suggestion of such a remand. Tr. of Oral Arg. 9-10. Instead,
it 1s amacus Republic Steel that has made the suggestion.

Younger v Harris reflects “a system m which there 1s sen-
sitivity to the legitimate mterests of both State and National
Governments, and i which the National Government, anxious
though 1t may be to vindicate and protect federal rights and
federal interests, always endeavors to do so 1n ways that will
not unduly mterfere with the legitimate activities of the
States.” 401 U 8., at 44. See Huffman v Pursue, Lid.,
420 U S, at 604, Jurdice v Vail, 430 U 8., at 334, Trawnor v
Hernandez, ante, at 441-443, 445-446, and d., at 448 (con-
curring opmion). Younger and these cited cases express
equitable primneiples of comity and federalism. They are
designed to allow the State an opportumity to “set its own

9 The nature of the three appeals 1s not made clear. It 15 possible that
a more expeditious route was available. See n. 6, supra.
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house 1n order” when the federal 1ssue 1s already before a state
tribunal.

It may not be argued, however, that a federal court 1s com-
pelled to abstamn 1 every such situation. If the State volun-
tarily chooses to submut to a federal forum, principles of
comity do not demand that the federal court force the case
back mnto the State’s own system. In the present case, Ohio
erther believes that the District Court was correet in 1ts analy-
sis of abstention or, faced with the prospect of lengthy
admimstrative appeals followed by equally protracted state
judicial proceedings, now has concluded to submit the constitu-
tional 1ssue to this Court for immediate resolution. In either
event, under these circumstances Younger primeiples of equity
and comity do not require this Court to refuse Ohio the
mmmediate adjudication 1t seeks.?®

B. Amicus AFL-CIO argues that Pullman abstention is
proper here. The basis for the claimed applicability of
Pullman 1s found in the facts that there were other steel-
workers, at other Ohio facilities, laid off at the same time as
appellee and assertedly for the same reason, and yet they
were awarded unemployment compensation by the Bureau.
See Brief for Appellants 3. Benefits were granted on the
ground that the company-owned coal mines did not supply
a, sufficient amount of fuel to the plants there mnvolved to
effect a plant shutdown.? Amacus argues that if appellee

1 Tn view of this conclusion, we need not and do not express any view
on whether the District Court erred m refusing to abstamn on Younger
grounds.

U Pyllmon abstention, where deference to the state process may result
1 elimination or material alteration of the constitutional 1ssue, surely does
not require that ths Court defer to the wishes of the parties concerning
adjudication. See Railroad Comm’n v Pullman Co., 312 U. 8. 496 (1941).

12Tt appears that the steel companies have taken an appeal from that
ruling by the Bureau to the Board of Review, but decision of that appeal
has been withheld pending resolution of the mstant case. See Brief for
AF1~CIO as Amicus Curwae 5 1. 3.
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were to pursue his administrative appeal, he might be granted
benefits on the same ground.

The problems with this approach, however, are several.
First, appellee did not press any such claim before the Bureau
or on admmistrative appeal, Tr. of Oral Arg. 9, and there
1s no ndication that a claimant may be awarded benefits on
the basis of a clamm not made to the Bureau or Board of
Review Second, there 1s no indication that the plant at
which appellee worked 1s situated sumilarly to the plants as to
which benefits were granted. The Bureau apparently applied
a test under which the closing of a plant was held not to be
“due to” the labor dispute if the plant received less than 50%
of 1ts coal from the employer’s struck mmes. Id., at 7-8.
There has been no claim or showing that the 50% test 1s
unreasonable or improper and there has been no claim that
appellee’s plant was not dependent on the struck mines for
more than 50% of its coal. What amacus suggests 1s that
the court abstamn on the basis of speculation that the unchal-
lenged facts may not be as the Bureau obviously saw them, or
that the Board might overturn an unchallenged standard of
causation, or that the Board might even come up with a
hitherto unknown and unclaimed reason for awarding benefits
to appellee, such as a theory that because the coal strike was
nationwide 1t was not “ ‘at the employers’ mines.”” See Brief
for AFL-CIO as Amaucus Curwe 8.

None of these suggestions 1s based on fact or solid legal
precedent. As has been noted, Pullman abstention 1s an
equitable doctrine that comes into play when it appears that
abstention may eliminate or materially alter the constitutional
issue presented. There 1s a pomnt, however, at which the pos-
sible benefits of abstention become too-speculative to justify
or require avoidance of the question presented. That pomnt
has been reached and surpassed here. We conclude that
Pullman abstention 1s not appropriate.
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IT1
Pre-emption

Appellee argues that the Ohio statute 1s m conflict with,
or pre-empted by, certaimn provisions of the Social Security
Act, 42U 8. C. § 501 et seq., and the Federal Unemployment
Tax Act, 26 U 8. C. §§ 3301-3311. This argument was raised
m the Daistrict Court but was not resolved there. It would
have been preferable, of course, for that court to have dealt
with this statutory issue first. See Hagans v Lawvine, 415
U 8. 528, 543-545 (1974) The 1ssue, however, entails no
findings of fact and has been fully briefed here by both parties.
We therefore perceive no need to remand to the District Court,
and we proceed to decide the question.

Appellee points to two statutes as the source of his claimed
federal requirement that he be paid unemployment compensa-
tion. The first 1s 42 U 8. C. § 503 (a) (1), to the effect that
the Secretary of Labor shall make no certification for pay-
ment of federal funds to state unemployment compensation
programs unless state law provides for such methods of admin-
istration “as are found by the Secretary of Labor to be rea-
sonably calculated to msure full payment of unemployment
compensation when due.” Appellee’s argument necessarily 1s
that payment 1s “due” him,

Appellee cites only a single page of the volumimous legis-
lative history of the Social Security Act in support of his
assertion that the Act forbids disqualification of persons laid
off due to a labor dispute at a related plant.. That page
contains the sentence. “To serve 1ts purposes, unemployment
compensation must be paid only to workers involuntarily un-
employed.” Report of the Committee on Economie Security,
as reprinted m Hearmgs on S. 1130 before the Senate Com-
mittee on Finance, 74th Cong,, 1st Sess., 1311, 1328 (1935)

The cited Report was one to the President of the United
States and became the cornerstone of the Social Security
Act. On its face, the quoted sentence may be said to give
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some support to appellee’s claxm that “involuntariness” was
mtended to be the key to eligibility A reading of the entire
Report and consideration of the sentence 1n context, however,
show that Congress did not mtend to require that the States
give coverage to every person mvoluntarily unemployed.

The Report recognized that federal definition of the scope
of coverage would probably prove easier to administer than
individualized state plans, 2d., at 1323, but it nonetheless
recommended the form of unemployment compensation
scheme that exists today, namely, federal involvement primar-
ily through tax incentives to encourage state-run programs.
The Report’s section entitled “Outline of Federal Act” con-
cludes with the statement:

“The plan for unemployment compensation that we
suggest contemplates that the States shall have broad
freedom to set up the type of unemployment compensa-
tion they wish. We believe that all matters i which
uniformity 1s not absolutely essential should be left to
the States. The Federal Government, however, should
assist the States m setting up thewr admimistrations and
in the solution of the problems they will encounter.”
Id., at 1326.

See also 2d., at 1314,
Following this statement, the Report contams a section
entitled “Suggestions for State Legislation.” It reads:

“Benefits—The States should have freedom m deter-
mming therr own waiting periods, benefit rates, max-
mum-henefit periods, ete. We suggest caution lest they
msert benefit provisions 1 excess of collections mn thewr
laws. To arouse hopes of benefits which cannot be ful-
filled 15 mvariably bad social and governmental policy ”
Id., at 1327

This statement reflects two things. First, 1t reflects
the understanding that unemployment compensation schemes
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generally do not grant full benefits immediately and indefi-
nitely, even to those involuntarily unemployed. The States
were expected to create waiting periods, benefit rates, and
maximum-benefit periods, so as to bring the amount paid
out 1 line with receipts. Second, the statement reflects
concern that the States might grant eligibility greater than
therr funds could handle.

By way of advice on particular statutes, the Report’s “Sug-
gestions” contamns the following:

“Willingness-to-work test—To serve 1ts purposes, un-
employment compensation must be paid only to workers
mvoluntarily unemployed. The employees compensated
must be both able and willing to work and must be denied
benefits 1f they refuse to accept other suitable employ-
ment. Workers, however, should not be required to ac-
cept positions with wage, hour, or working conditions
below the usual standard for the occupation or the par-
ticular region, or outside of the State, or where ther
rights of self-organization and collective bargaining would
be mterfered with.” Id., at 1328.

This, as has been noted, 1s the origin of appellee’s argument
that all persons involuntarily unemployed were mtended to
be compensated. Placed m context, however, 1t 1s clear that
the single sentence 1s only an expression of caution that funds
should not be dispensed too freely, and 1s not a direction that
funds must be dispensed.

Appellee’s claim of support in the legislative history ac-
cordingly fails. Indeed, that history shows, rather, that Con-
gress did not mtend to restrict the ability of the States to
legislate with respect to persons in appellee’s position. See
also H. R. Rep. No. 615, 74th Cong., 1st Sess., 8-9 (1935), S.
Rep. No. 628, 74th Cong., 1st Sess., 12-13 (1935)

Appellee would find support in the “labor dispute dis-
qualification” contamed m § 5 (d) of draft bills issued by the
Social Security Board shortly after passage of the Social Se-
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curtty Act. Social Security Board, Draft Bills for State Un-
employment Compensation of Pooled Fund and Employer
Reserve Account Types (1936) * Appellee argues that this
proposed section evineed an intention that “innocent” per-
sons not be disqualified from unemployment compensation.
The Social Security Board, however, on the cover page of the
draft bills booklet explicitly stated.

“These drafts are merely suggestive Therefore,
they cannot properly be termed ‘model’ bills or even
recommended bills. This 1s i keepmng with the policy
of the Social Security Board of recogmzing that 1t is the
final responsibility and the right of each state to deter-
mine for itself just what type of legislation 1t desires and
how 1t shall be drafted.”

We therefore are most reluctant to read implications of the
draft bills into the Social Security Act.

More 1mportant, however, appellee’s argument fails on its
face. The draft bills themselves denied “innocents” certain
compensation. They did so not only mn the various provisions

13 Section 5 (d) of those bills provided that a claimant 1s disqualified:

“For any week m which it 1s found by the commussion that his total or
partial unemployment 1s due to a stoppage of work which exsts because of
a labor dispute at the factory, establishment or other premuses at which
he 1s or was last employed, provided that this subsection shall not apply
if it 15 shown to the satisfaction of the commuission that:

“1, He 1s not participating m or financing or directly interested in the
labor dispute which caused the stoppage of work; and

“2. He does not belong to a grade or class of workers of which, inmedi-
ately before the commencement of the stoppage, there were members
employed at the premuses at which the stoppage occurs, any of whom are
participating n or financing or directly mterested m the dispute;

“and provided further that if n any case separate branches of work,
which are commonly conducted as separate businesses mn separate premises,
are conducted in separate departments of the same premises, each such
department shall for the purposes of this subsection be deemed to be a
separate factory, establishment or other premuses.”
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as to mmimum time spent at the job, waiting periods, and
maximum benefits, but also in the labor dispute disqualifica-
tion itself. The labor dispute provisions are triggered by a
dispute at the same “establishment” and they disqualify any
member of a “grade or class of workers” any of whose members
were interested in the dispute. As the commentary and case
law 1 jurisdictions that adopted versions of the draft bills im-
mediately recognized, this division could serve to disqualify
even a person who actively opposed a. strike and ecould extend
to persons laid off because of a dispute at another plant
owned by the same employer.**

The law that appellee challenges 1s different mn form from
the draft bills, but we cannot say that 1t 1s qualitatively dif-
ferent. We do not find mn the draft bills any significant sup-
port for appellee’s argument that the Social Security Act for-
bids his disqualification from benefits.

Appellee also claims support from this Court’s decision m
California Human Resources Dept. v Java, 402 U 8. 121
(1971) 1In that case the Court held that the requirement of
42 U 8. C. §503 (2) (1) that payments be made “when due”
forbids suspension of payments during an appeal subsequent
to a full consideration on the merits. Appellee relies on the
Court’s statement: “The objective of Congress was to provide
a substitute for wages lost during a period of unemployment
not the fault of the employee.” 402 U 8., at 130. Appellee
argues that this statement 1s a holding that the Act forbids
disqualification of persons imn his position. We do not agree.
Nothing m Javae purported to define the class of persons eli-

24 Bee Fierst & Spector, Unemployment Compensation in Labor Disputes,
49 Yale L. J. 461 (1940), Haggart, Unemployment Compensation During
Labor Disputes, 37 Neb. L. Rev 668 (1958), Shadur, Unemployment
Benefits and the “Labor Dispute” Disqualification, 17 U Chi. L. Rev 204
(1950) , Comment, Labor Dispute Disqualification Under the Ohio Unem-
ployment Compensation Act, 10 Ohio St. L. J. 238 (1949), and cases cited
therem, See generally Annot., 63 A. L. R. 3d 88 (1975).
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gible for benefits. The Court’s sole concern there was with
the treatment of those who already had been determined under
state law to be eligible.

Finally, appellee argues that statements in the legislative
history of the Employment Security Amendments of 1970, 84
Stat. 695, indicate a congressional understanding that persons
m his position must not be disqualified. These statements
(identical in both House and Senate Reports) relate to the
amendment prohibiting States from canceling accumulated
wage credits on grounds such as an employee’s change of jobs.”*
The statements are concerned with a sifuation unrelated to
the one m which appellee finds himself. To the extent that
they might be seen as shedding light on the area, they are
far from persuasive authority i appellee’s favor, since they
recognize that the States continue to be free to disqualify a
claimant whose unemployment 1s due to a labor dispute “in
the worker’s plant, ete.”

18 The statements read:

“The provision [forbidding ecancellation] would not restriet State
authority to prescribe the conditions under which a claimant would be
‘otherwise eligible.” For example, benefits are not now—and would not
under the proposal be—paid for a week of unemployment unless the
claimant were available for work. It would not prevent a State from
specifying the conditions for disqualification such as, for refusing suitable
work, for voluntary quitting, for unemployment due to a labor dispute n
the worker’s plant, ete.

“Your [in the Senate report this word 1s ‘the’] commitiee believes that
the disqualification provisions of State unemployment compensation laws
should be devised so as to prevent benefit payments to those responsible
for therr own unemployment, without undermining the basic objective of
the unemployment nsurance system—to provide an mcome floor to those
whose unemployment 1s beyond their control. Severe disqualifications,
particularly those which cancel earned monetary entitlement, are not m
harmony with the basic purposes of an unemployment insurance system.”
H. R. Rep. No. 91-612, pp. 18-19 (1969}, S. Rep. No. 91-752, pp. 23-24
(1970).
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As an alternative or addition to his argument based on the
Social Security Act, appellee urges that the Federal Unem-
ployment Tax Act, 26 U S. C. §8§3301-3311, as amended,
shows “congressional intent to pre-empt the state, particularly
with respect to the scope of meclusiveness i the unemployment
program.” Brief for Appellee 13. We do not understand
appellee to argue that the States are pre-empted by the Fed-
eral Unemployment Tax Act from mmposing any sort of labor
dispute disqualification. If total pre-emption 1s not claimed,
we find nothing 1n any of appellee’s citations that would show
pre-emption 1 the particular area of concern to him. In-
deed, study of the various provisions cited shows that when
Congress wished to 1mpose or forbid a condition for compensa-
tion, 1t was able to do so i explicit terms.® There are
numerous examples, i addition to the one set forth m n. 16,
less related to labor disputes but showing congressional ability
to deal with specific aspects of state plans.” The fact that
Congress has chosen not to legislate on the subject of labor
dispute disqualifications confirms our belief that neither the

18 See, for example, 26 U S. C. § 3304 (a) (5), which from the start has
provided:

“(5) compensation shall not be demed mm such State to any otherwise
eligible individual for refusmg to accept new work under any of the
followmg conditions:

“(A) if the position offered 1s vacant due directly to a strike, lockout,
or other labor dispute;

“(B) if the wages, hours, or other conditions of the work offered are
substantially less favorable to the mdividual than those prevailing for
smilar work 1n the locality;

“(C) if as a condition of bemg employed the individual would be
required to jom a company umion or to resign from or reframn from
jomng any bona fide labor orgamzation.”

17 See BEmployment Security Amendments of 1970, 84 Stat. 695, Emer-
gency Unemployment, Compensation Act of 1971, 85 Stat. 811, Emergency
Unemployment Compensation Act of 1974, 88 Stat. 1869; Unemployment
Compensation Amendments of 1976, 90 Stat. 2667
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Socal Security Act nor the Federal Unemployment Tax Act
was mtended to restrict the States’ freedom to legislate in this
area.

v

Constitutionality

We come, then, to the question whether the Ohio labor
dispute disqualification provision is constitutional. The stat-
ute does not mvolve any discernible fundamental mnterest or
affect with particularity any protected class. Appellee con-
cedes that the test of constitutionality, therefore, 1s whether
the statute has a rational relation to a legitimate state mterest.
Brief for Appellee 29. See New Orleans v Dukes, 427 U 8.
297 (1976) Our statement last Term i Massachusetts Bd.
of Retwrement v Murgw, 427 U S. 307 (1976), explains the
analysis:

“We turn then to examine this state classification under
the rational-basis standard. This inquiry employs a rela-
tively relaxed standard reflecting the Court’s awareness
that the drawing of lines that create distmetions 1s pecu-
liarly a legislative task and an unavoidable one. Perfec-
tion mm makig the necessary classifications 1s neither
possible nor necessary Dandridge v Williams, [397
U 8. 471,] 485 [(1970)]. Such action by a legislature 1s
presumed to be valid.” Id., at 314.

Appellee challenges the statute only in its application to
persons 1 his situation. We find 1t difficult, however, to
discern the precise nature of the situation that appellee claims
may not be the subject of disqualification. His discussion
focuses to a great extent on his claim that he 1s “involuntarily
unemployed,” but he cannot be arguing that no person mvol-
untarily unemployed may be disqualified, for he approves the
draft bills’ labor dispute provision. Brief for Appellee 53.
That provision, as discussed above, would disqualify an 1nvol-
untarily unemployed nonunion worker who opposed a strike
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but whose grade or class of workers nevertheless went out on
strike.

Appellee’s claim of wrrationality appears to be based, rather,
on his view of the statute’s broad sweep, i that 1t disqualifies
an mdividual “regardless of the geographical remoteness of the
location of the dispute, and regardless of any arguable actual,
or imputable, participation or direct mterest i the dispute on
the part of the disqualified person.”** Id., at 34. Appellee
thus focuses on the imnterests of the recipient of unemploy-
ment compensation.

The unemployment compensation statute, however, touches
upon more than just the recipient. It provides for the cre-
ation of a fund produced by contributions from private
employers. The rate of an employer’s contribution to the
fund varies aceording to benefits paid to that employer’s eligi-
ble employees. Ohio Rev Code Ann. § 4141.25 (1973) Any
action with regard to disbursements from the unemployment
compensation fund thus will affect both the employer and the
fiscal mtegrity of the fund. Appellee mn effect urges that the
Court consider only the needs of the employee seeking com-
pensation. The decision of the weight to be given the various
effects of the statute, however, 1s a legislative decision, and
appellee’s position 1s contrary to the principle that “the Four-
teenth Amendment gives the federal courts no power to 1mpose
upon the States their views of what constitutes wise economie
or social policy ” Dandridge v Willigms, 397 U S. 471, 486

18 Appellee also claims that § 4141.29 (D) (1) (a) creates an impermissible
“irrebuttable presumption.” This argument requres two assumptions.
First, appellee must assume that the only purpose of the statute 1s to
measure “innocence.” Then he must assume that the disqualification pro-
vision represents a presumption that any person laid off due to a strike 1s
not mmocent. If the statute 15 designed to serve any purpose other than
measuring wmmocence, appellee’s unplication of an wrrebuttable presumption
fails. As we discuss below, the statute clearly has purposes other than
measuring the mnocence of the disqualified worker.



OHIO BUREAU OF EMPLOYMENT SERVICES ». HODORY 491
471 Opmion of the Court

(1970). In considering the constitutionality of the.statute,
therefore, the Court must view its consequences, not only for
the recipient of benefits, but also for the contributors to the
fund and for the fiscal integrity of the fund.

Looking only at the face of the statute, an acceptable
rationale 1mmediately appears. The disqualification 1s trig-
gered by “a labor dispute other than a lockout.” In other
words, if a union goes on strike, the employer’s contributions
are not mecreased, but if the employer locks employees out,
all his employees thus put out of work are compensated
and the employer’s contributions accordingly are increased.
Although one might say that this system provides only “rough
justice,” its treatment of the employer 1s far from wrrational.
“If the classification has some ‘reasonable basis,’ it does not
offend the Constitution stmply because the classification ‘is not
made with mathematical nicety or because i practice it
results 1 some mequality’ ILandsley v Natural Carbonic
Gas Co., 220 U 8. 61, 78.” Dandridge v Williams, 397 U S.
at 485. The rationality of this treatment 1s, of course,
mdependent of any “innocence” of the workers collecting
compensation.

Appellants assert three additional rationales for the dis-
qualification provision. First, they argue that granting bene-
fits to workers laid off due to a strike at a parent company’s
subsidiary plant 1 effect would be subsidizing the union
members. Brief for Appellants 12. The District Court cor-
rectly rejected this rationale, as applied to appellee and his
class, because payments to appellee would i no way directly
subsidize the striking coal miners, and the fact that appellee
happened to be a member of a union (other than the striking
union) 1s not a legitimate reason, standing alone, to deny him
benefits. 408 F Supp., at 1022. The court continued.

“Moreover, close scrutiny of the reasons for the State’s
classification reveals that what the state 1s actually mntend-
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g to prevent 1s not the ‘subsidizing’ of unemployed
union. members per se, but the subsidizmg of umon-
mitiated work stoppages” (emphasis m origmnal) Ibud.

This statement of the State’s purpose reflects its second
proffered justification, namely, that the granting of benefits
would place the employer at an unfair disadvantage in nego-
tiations with the unions. The Daistrict Court rejected this
justification on the grounds that payments of funds to the
steelworkers

“could hardly be deemed to put the coal miners m a
posttion to refuse to negotiate with the steel companies
until the companies reached a financial crisis, thereby
causing the companies to yield to the unreasonable and
economically unsound demands of the coal muners to
prevent bankruptey 7 Ibud.

Although the District Court was reacting to appellants’ own
hyperbole 1 speakmg of financial crises and bankruptey, it
must be recognized that effects less than pushing the employer
to bankruptecy may be rationally viewed as undeswrable.
The employer’s costs go up with every laid-off worker who 1s
qualified to collect unemployment. The only way for the
employer to stop these rising costs 1s to settle the strike so as
to return the employees to work. Qualification for unemploy-
ment compensation thus acts as a lever increasing the pressures
on an employer to settle a strike. The State has chosen to
leave this lever in existence for situations in which the
employer has locked out his employees, but to elimmate 1t if
the union has made the strike move. Regardless of our views
of the wisdom or lack of wisdom of this form of state “neu-
trality” m labor disputes, we cannot say that the approach
taken by Ohio 1s irrational.

The third rationale offered by the State 1s its mterest
protecting the fiseal integrity of its compensation fund. This
has been a continuing concern of Congress and the States with
regard to unemployment compensation systems, See Report
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of the Committee on Economic Security, cited supra, at 482,
Hearmg on H. R. 6900 before the Senate Committee on
Finance, 94th Cong,., 1st Sess. (1975) It 1s clear that protec-
tion of the fiseal mtegrity of the fund 1s a legitimate concern
of the State. We need not consider whether 1t would be
“rational” for the State to protect the fund through a random
means, such as elimmation from coverage of all persons with
an odd number of letters in thewr surnames. Here, the limita-
tion of liability tracks the reasons found rational above, and
the need for such limitation unquestionably provides the legit-
1mate state mterest required by the equal protection equation.

The Dastrict Court’s opmion contains a paragraph declaring
that, mn addition to wiolating the Equal Protection Clause,
the disqualification denied appellee due process. 408 F Supp.,
at 1022. There 1s, however, no claim of denial of procedural
due process, cf. Mathews v Eldridge, 424 U S. 319 (1976),
and we are unable to discern the basis for a claim that appel-
lee has been denied substantive due process.

The judgment of the District Court 1s reversed.

It s so ordered.

Maz. JusTicE REENQUIST took no part in the consideration
or decision of this case.



